Getting to Know U.S. Taxpayers:
Selected Tax Data by Occupation and
Industry, Tax Year 2005

Terry Nuriddin, Mary Jezek, and Mario Fernandez,
Internal Revenue Service

for demographically profiled statistical data by providing indus-
try codes and occupation codes for taxpayers in the Statistics of
Income (SOI) Division individual income tax sample data files.

IRS’s history of publishing taxpayer occupation data began with its
first publication on statistics for Calendar Year 1916. The statistics pub-
lished for “Personal Returns” included income distributions by occupation
(1918 Statistics of Income, p. 7). A little more than 50 years later, the IRS
began conducting independent and joint studies to determine the reliability
of tax return occupation data.! By late 1979, the IRS had concluded that the
individual tax return could be a dependable resource for occupational data
(Koteen and Grayson, 1979).

In the early 1980s, the SOI Division announced the impending arrival
of tax data by occupation classification (Sailer, Orcutt, and Clark, 1980).
Having realized the potential benefit in obtaining the Form W-2 (Wage and
Tax Statement) wage data for each taxpayer and in “creating a computerized
dictionary of occupation titles,” SOI envisioned the possibility of providing
the research community with an occupational data supplement for the basic
individual program. These data would be derived from a database com-
prised not only of tax return data but also demographic information such as
occupation classification, industry sector, gender, “and possibly ... age and
race” for each taxpayer (Blacksin and Plowden, 1981, p. 586).

SOI pursued creating the database throughout the 1980s, reporting
periodically on its progress and employment-related research projects.>
In the 1990s, SOI created “a more elaborate database™ for Tax Year 1993
(Sailer and Nuriddin, 1999, p. 33). The database’s demographic content was

O ur main objective was to help meet the research community’s need

' These research experiments were conducted during the 1960s and 1970s, and results were reported in the series of
notes for the Linked Administrative Statistical Sample Project sponsored by the Social Security Administration.

2 Suggested readings include:

Crabbe, Patricia; Peter Sailer; and Beth Kilss (1983), “Occupation Data from Tax
Returns: A Progress Report,” Statistics of Income and Related Administrative Record
Research, Internal Revenue Service, pp. 59-64.
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expanded to include an occupation code and industry code for each taxpayer.
SOI ended the century with an offer for the research community to use the
enriched administrative database (Sailer and Nuriddin, 1999).

Data Design

The File—Tax Years 2003, 2004, and 2005

We decided to merge the SOI Taxpayer Industry and Occupation Study
(OCC) files with an abridged version of the corresponding SOI Individual
Sole Proprietorship (INSOLE) files for the most recent tax years available
for both files. The INSOLE file is a stratified probability sample of indi-
vidual income tax returns. Sampling information for these tax years can be
found in the respective IRS Publication 1304.3

The industry codes in the OCC files are assigned using the Employer
Identification Number (EIN), or the employer’s name from the Form W-2.*
(See Figure 1.) Over time, improved technologies have enabled SOI to
implement extensive validation procedures. SOI can now generate industry
codes by matching the EIN or business name to an Industry Coding Dic-
tionary (ICD). SOI has developed several ICDs by compiling valid sets of
an EIN or business name and the associated industry code. The ICDs use
industry data from previously industry-coded OCC files, partnership files
(based on Form 1065), and charitable organization files (based on Form
990). After applying an industry code to the OCC file, SOI validates it using
a current NAICS Codes listing.

Crabbe, Patricia; Peter Sailer; and Beth Kilss (1984), “Taxpayer Data Used to Study
Wage Patterns by Sex and Occupation, 1969, 1974, and 1979,” Statistics of Income and
Related Administrative Record Research, Internal Revenue Service, pp. 43-48.

Clark, Bobby; Dodie Riley; and Peter Sailer (1989), “1979 Occupation Study/1979-1983
Mortality Study,” Statistics of Income and Related Administrative Record Research:
1988-1989, Internal Revenue Service, pp. 181-187.

Sailer, Peter; Barry Windheim; and Mario Fernandez (1990), “Some Results from the
1979-1983 Occupational Mortality Study,” Proceedings of the Section on Survey Re-
search Methods, American Statistical Association Proceedings, pp. 63—68.

See Statistics of Income: Individual Income Tax Returns 2003, Department of the Treasury, Internal Revenue
Service; Statistics of Income: Individual Income Tax Returns 2004, Department of the Treasury, Internal
Revenue Service; and Statistics of Income: Individual Income Tax Returns 2005, Department of the Treasury,
Internal Revenue Service.

Overall, the basic processing for the OCC files in this project is similar to the process described for Tax Year
1993 in the 1999 paper by Sailer and Nuriddin. For Tax Year 1993, industry codes were based on the 4-digit
1987 Standard Industrial Classification (SIC) Codes. These SIC Codes were converted to 1997 6-digit North
American Industry Classification System (NAICS) Codes. The 1997 NAICS Codes were subsequently up-
dated to 2002 NAICS Codes. The industry data in this paper are based on the 2002 NAICS Codes.
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Once the industry coding is completed, the Standard Occupation
Classification (SOC) Codes are generated.’ In the OCC file, the occupation
codes are based on taxpayers’ occupation entries as reported on the Form
1040. (See Figure 2.) For all Form 1040 returns sampled, the first 20 char-
acters of the occupational title as reported in the “Your occupation” box are
extracted from the tax return. This information denotes the occupation of the
primary taxpayer. For those returns filed jointly by a taxpayer and his or her
spouse, the first 20 characters of the occupational title entry in the “Spouse’s
occupation” box are also extracted. This entry denotes the occupation of the
secondary taxpayer.

To assign an occupation code, these taxpayer occupation titles are then
matched to those title entries already in the Master Occupation-Coding Dic-
tionary (MOD).% Occupation titles not matching to the MOD are researched

Figure 1: Resource Document for NAICS Code

3 GO namie . For Oficial Use Only
| 22222 | wo D) cugpe varom
b Empioye denification rumbsr £ 71 Wage Spnofter compemmaton. | T Fecwa rcome o wifhed
¢
o Empyver's rama, addres, and P 0ooe I 3 Sl sty waged A Social Uy b winneid
I 5 Mhsjicas wiges wnd Gps 1 & Nodcas S withheid

Moscp el clarm

1) Tt T | g,

-

O i

I#
]
| Espiosvia's Whieis a8 BP cinte ) ) | .
15w Empicye's tale D numter 18 Bise wagm. g, k. | 07 Siafe rcome fn | 1 Loca wagen, fom, mic. | 10 Local oo tin | 38 Local®y aae
w 2 Wage and Tax E D D 5 Dheparirrat o M Troanry— bl Pavercs. Sorvice
-

Furre Statement For Priviscy Act s Papsrworh, Rediion

> SOI also uses an “other occupation” category to classify nonworking taxpayers (such as “STAY AT HOME
DAD?); working taxpayers whose jobs cannot be determined from the text provided (such as “W-2 EM-
PLOYEE”); and INVESTORS, a category not included in traditional employment tabulations.

The MOD is a repository comprising taxpayer occupational entries edited from tax returns and assigned
occupation codes during previous processing years. For tax years in this research project, the MOD contains
the 2000 Standard Occupation Classification (SOC) Codes and the SOI codes assigned to denote investors,
unclassified persons, non-labor force groups, and deceased persons. It also contains the 2002 North American
Industry Classification System (NAICS) Codes and the SOI code assigned to an unclassifiable entity.
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Figure 2: Resource Document for SOC Code
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and then subsequently assigned an occupation code. (See Sailer and
Nuriddin, 1999, for more details.) After generating occupation codes, SOI
validates the file using a current SOC Codes listing.

To test the quality of the OCC file once occupation and industry classifica-
tions have been assigned to each taxpayer in the sample, SOI compares the IRS
employment data estimates to those produced by the Bureau of Labor Statistics
(BLS).” Using these practical standards for comparisons, SOI has found the IRS
employment data to be reasonable (Sailer and Nuriddin, 1999).

The Methodology

The new datasets comprise fixed-length records containing 35 selected vari-
ables from the INSOLE file, 14 variables from the OCC file, and 6 generated
indicator fields that represent data quality checks for the merge procedures.
We also overlap selected INSOLE and OCC variables to measure data qual-
ity. About 60 percent of returns in each dataset comprise nonjoint returns,
representing primary taxpayers.® On joint returns, the taxpayers decide
which spouse will file as primary or secondary.’

7 For Tax Year 2005, the BLS occupation data (SOC Code) reference would be the online Statistical Abstract
Table No. 602. Employed Civilians by Occupation, Sex, Race, and Hispanic Origin: 2005 at http://www.
census.gov/prod/2006pubs/07statab/labor.pdf. The BLS industry data (NAICS Code) reference would be the
BLS employment estimates derived from the Current Employment Statistics survey data available for creating
customized at http:/data.bls.gov/cgi-bin/dsrv.

8 Non-joint returns include taxpayers who file as single, married filing separately, head of household or surviving
widow(er). Joint returns represent married taxpayers filing jointly.

?  The decision to file as the primary or secondary taxpayer on Form 1040, has not always been left to taxpayers
filing joint returns. The space for the secondary taxpayer occupation was introduced on the 1954 individual tax
return to be used by either the wife or husband of the taxpayer. The following year it was designated for wives
and remained so until 1967 when the term was changed to “spouse.” Except for reverting back to “wife” in
1972, the secondary space has been designated for the spouse since that time.
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Additionally, because the OCC file contains data from Form W-2 in-
formation documents, which are reported on an individual basis, we are able
to compare the primary taxpayer and the secondary taxpayer wage data to
the tax return wage data obtained from the salaries and wages line on Form
1040. Using the gender code on the OCC file, we can evaluate wage data for
males and females categorized as primary or secondary taxpayers.

This article focuses on the dataset for Tax Year 2005. Tax return items
shown in the tables are classified by the occupation classification and indus-
try sector of the primary taxpayer. This is true for both non-joint and joint
returns.

Using the gender code and the wage data from Form W-2, we have
found that the gender composition of these employees appears to have been
split at about 49 percent female and 51 percent male for Tax Year 2005. In-
terestingly, the W-2 wage data for males show that they earned 63 percent of
total wages reported during this time. We have also been able to observe the
predominately female and male occupation classifications and the predomi-
nately female and male industry sectors as shown in Figure 3 and Figure 4.

Figure 3: Form W-2 Data for Predominately Female and Male Occupations,
Tax Year 2005

Percent Percent Average

Women Men Salary
Predominately Female Occurpations
Healthcare Support 91 9 19,222
Personal Care and Service 81 19 16,382
Healthcare Practitioners and Technical 76 24 59,522
Education, Training, and Library 75 25 35,174
Business and Financial Operations 64 36 49,887
Predominately Male Occupations
Construction and Extraction 3 97 34,609
Installation, Maintenance, and Repair 8 92 35,619
Architectureand Engineering 12 88 71,576
Military 18 82 28,390
Protective Service 22 78 42,341

(All figures are estimates based on samples.)
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Figure 4: Form W-2 Data for Predominately Female and Male Industries,
Tax Year 2005

Percent Percent Average
Women Men Salary
Predominately Female Industries
Education and Health Services 76 24 34,876
Financial Activities 56 44 54,438
Leisure and Hospitality 55 45 20,638
Predominantely Male Industries
Construction 14 86 36,901
Natural Resources and Mining 24 76 36,651
Military 25 75 35,281

(All figures are estimates based on samples.)

Summary

Our main objective for this paper was to report on a new SOI dataset, which
merges the SOI taxpayer industry and occupation file with an abbreviated
version of the SOI individual sample file. In the course of doing this, we
encountered several challenges and opportunities. Through our file analyses,
we identified and corrected minor data anomalies.

The tabulations presented in this paper are designed to provide prelimi-
nary results of tax return data within the framework of occupation and in-
dustry categories of primary taxpayers. The tables provided show all returns
filed by occupation classification or industry sector of the primary taxpayer.
The non-joint return detail for these presentations is also provided.

These introductions should provide an interesting first look at tax filers
in Tax Year 2005.

During our research efforts, we have discovered new data relationships
to explore, and we plan to continue our analyses of the datasets. This new
framework for examining tax return data by using the taxpayer occupation
and industry categories should be helpful to the research community.
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Table 3: Tax Year 2005 All Returns: Number of Returns Using A Paid

Preparer, by Occupation Classification of Primary Taxpayer *
(All figures are estimates based on samples.)

Number Returns Paid Preparer
Standard Occupation Classification (SOC) Code 2 of Using A Usage
Returns Paid Preparer Percentage
(1 (2) (3)

All returns, total 134,372,677 80,032,525 60%
Management, Business, and Finance Occupations 16,553,331 9,317,233 56%
Professional Specialty Occupations 12,594,527 6,427,420 51%
Education, Training, and Library Occupations 3,958,229 1,957,285 49%
Arts, Entertainment, Sports, and Media 2,861,600 1,619,639 57%
Service Occupations 10,760,295 6,305,227 59%
Sales and Office 20,017,828 11,277,042 56%
Natural Resources, Construction, and Maintenance 11,491,686 7,792,594 68%
Production, Transportation, and Material Moving 16,190,698 10,414,755 64%
Military Specific Occupations 1,479,680 590,819 40%
Investors 183,741 154,891 84%
Unclassified Occupations 11,778,406 8,381,871 1%
Nonlabor Force 26,338,192 15,662,003 59%
Deceased 164,464 131,746 80%
Nonjoint return, total 81,866,948 46,288,116 57%
Management, Business, and Finance Occupations 8,194,860 4,248,520 52%
Professional Specialty Occupations 6,491,947 3,220,312 50%
Education, Training, and Library Occupations 2,588,975 1,285,112 50%
Arts, Entertainment, Sports, and Media 1,700,067 899,819 53%
Service Occupations 8,259,822 4,614,980 56%
Sales and Office 13,711,778 7,108,303 52%
Natural Resources, Construction, and Maintenance 5,475,264 3,456,970 63%
Production, Transportation, and Material Moving 9,329,327 5,689,987 61%
Military Specific Occupations 786,733 308,642 39%
Investors 106,134 88,631 84%
Unclassified Occupations 8,034,075 5,424,403 68%
Nonlabor Force 17,090,579 9,865,616 58%
Deceased 97,387 76,821 79%
Joint return, total 52,505,729 33,744,409 64%
Management, Business, and Finance Occupations 8,358,471 5,068,713 61%
Professional Specialty Occupations 6,102,580 3,207,108 53%
Education, Training, and Library Occupations 1,369,254 672,173 49%
Arts, Entertainment, Sports, and Media 1,161,533 719,820 62%
Service Occupations 2,500,473 1,690,247 68%
Sales and Office 6,306,050 4,168,739 66%
Natural Resources, Construction, and Maintenance 6,016,422 4,335,624 72%
Production, Transportation, and Material Moving 6,861,371 4,724,768 69%
Military Specific Occupations 692,947 282,177 41%
Investors 77,607 66,260 85%
Unclassified Occupations 3,744,331 2,957,468 79%
Nonlabor Force 9,247,613 5,796,387 63%
Deceased 67,077 54,925 82%

Footnotes at end of table.
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Table 3: Tax Year 2005 All Returns: Number of Returns Using A Paid
Preparer, by Occupation Classification of Primary Taxpayer *

(All figures are estimates based on samples.)

Footnotes

[1] For joint returns, the occupation classification is based on the primary taxpayer. For example, if the
primary taxpayer lists his or her occupation as retired (coded as Non-labor Force) and the spouse is not,
the return will be classified as as Non-Labor Force.

[2] Standard Occupation Classification (SOC) Codes at the major level (two-digit level ) in high level
aggregation: Management, Business, and Finance Occupations (11 and 13); Professional Specialty
Occupations (15, 17, 19, 21, 23, 29) and Education, Training, and Library Occupations (25) and Arts,
Entertainment, Sports, and Media (27); Service Occupations (31, 33, 35, 37, and 39); Sales and Office
(41, 43); Natural Resources, Construction, and Maintenance (45, 47, 49); Production, Transportation,
and Material Moving (51, 53); and Military Specific Occupations (55); and Investors (92 - SOI only). SOI
unclassified occupations include government and private employees whose jobs cannot be determined
(97); self-employed persons whose jobs cannot be determined (8850); and Form 1040 occupation lines
which are left empty (8895) or filled in with indiscernible data (88). SOI nonlabor force codes include retired
and disabled persons (93); unemployed persons (9350); volunteers (9390); house spouses and home-
makers (94); and students (95). SOI code 96 represents deceased taxpayers.

NOTE: Detail may not add to totals because of rounding.

Source: SOI Individual Income Tax Returns, Tax Year 2005.
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Table 4: Tax Year 2005 Form 1040 Tax Forms for Total Returns Using A
Paid Preparer, by Industry Classification of Primary Taxpayer *

(All figures are estimates based on samples.)

Total Returns Using A Paid Preparer
NAICS Description ?
Total Returns Form 1040 Form 1040A Form 1040EZ
(1) (2) (3) 4)

All returns, total 80,032,528 53,835,493 18,380,434 7,816,601
Natural Resources and Mining 1,152,779 744,280 301,646 106,853
Construction 5,729,053 4,292,521 942,379 494,154
Manufacturing 7,632,207 4,905,280 1,955,155 771,772
Trade, Transportation, and Ultilities 11,983,573 7,591,224 2,725,272 1,667,077
Information 1,311,506 1,016,701 217,929 76,875
Financial Activities 4,196,841 3,154,159 756,857 285,824
Professional and Business Services 9,935,025 6,557,568 2,292,035 1,085,423
Education and Health Services 7,947,600 5,053,602 2,216,661 677,337
Leisure and Hospitality 4,828,756 2,407,699 1,361,721 1,059,336
Other Services 3,656,189 2,604,144 704,572 347,473
Government 3,977,727 2,830,881 860,731 286,115
Military 949,226 455,372 291,861 201,993
Unclassified - SOl only 16,732,046 12,222,062 3,753,615 756,369

Nonjoint return, total 46,288,116 25,865,304 13,208,354 7,214,457
Natural Resources and Mining 517,438 268,118 154,432 94,887
Construction 2,584,205 1,679,939 552,066 452,200
Manufacturing 3,581,536 1,729,278 1,211,305 640,953
Trade, Transportation, and Ultilities 6,976,791 3,394,658 2,026,909 1,555,224
Information 763,263 520,979 175,382 66,901
Financial Activities 2,360,763 1,499,881 596,018 264,864
Professional and Business Services 6,039,943 3,213,678 1,801,749 1,024,516
Education and Health Services 5,745,918 3,138,619 1,967,941 639,358
Leisure and Hospitality 3,658,916 1,466,244 1,165,280 1,027,392
Other Services 2,245,545 1,364,024 550,025 331,497
Government 2,177,063 1,304,723 612,163 260,177
Military 491,009 171,219 142,416 177,374
Unclassified - SOl only 9,145,726 6,213,944 2,252,668 679,114

Joint return, total 33,744,412 27,970,189 5,172,080 602,144
Natural Resources and Mining 635,341 476,162 147,214 11,966
Construction 3,144,848 2,712,582 390,313 41,954
Manufacturing 4,050,671 3,176,002 743,850 130,819
Trade, Transportation, and Ultilities 5,006,782 4,196,566 698,363 111,853
Information 548,243 495,722 42,547 9,974
Financial Activities 1,836,078 1,654,278 160,839 20,960
Professional and Business Services 3,895,082 3,343,890 490,286 60,907
Education and Health Services 2,201,682 1,914,983 248,720 37,979
Leisure and Hospitality 1,169,840 941,455 196,441 31,944
Other Services 1,410,644 1,240,120 154,547 15,976
Government 1,800,664 1,626,158 248,568 25,938
Military 458,217 284,153 149,445 24,619
Unclassified - SOl only 7,586,320 6,008,118 1,500,947 77,255

Footnotes at end of table.
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Table 4: Tax Year 2005 Form 1040 Tax Forms for Total Returns Using A

Paid Preparer, by Industry Classification of Primary Taxpayer *
(All figures are estimates based on samples.)

Footnotes

[1] For joint returns, the industry sector is based on the primary taxpayer. For example, if the primary
taxpayer's industry sector is Government and the spouse is not, the the return will be classified as
Government.

[2] North American Industry Classification System (NAICS) Code at the industry sector level (two-digit
level): Natural Resources and Mining (11 and 21); Construction (23); Manufacturing (31, 32, and 33);
Trade (42, 44, and 45), Transportation (48 and 49 except U.S.Post Office 491), and Utilities (22);
Information (51); Financial Activities (52 except Federal Reserve Banks 521) and Real Estate (53);
Professional and Business Services (54, 55, and 56); Education (61-private) and (923110-public) and
Health Services (62); Leisure (71) and Hospitality (72); Other Services (81); Government (92 except
92310 and including 491 and 521); Military (928); and Unclassified - SOI only (999999).

NOTE: Detail may not add to totals because of rounding.

Source: SOl Individual Income Tax Returns, Tax Year 2005.



